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The Auditor General is appointed by the Joint Legislative Audit Committee, a bipartisan committee composed of five
senators and five representatives. Her mission is to provide independent and impartial information and specific
recommendations to improve the operations of state and local government entities. To this end, she provides financial
audits and accounting services to the State and political subdivisions, investigates possible misuse of public monies, and
conducts performance audits of school districts, state agencies, and the programs they administer.

Copies of the Auditor General’s reports are free.
You may request them by contacting us at:

Office of the Auditor General
2910 N. 44th Street, Suite 410 = Phoenix, AZ 85018 = (602) 553-0333

Additionally, many of our reports can be found in electronic format at:
www.auditorgen.state.az.us
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July 8, 2004

Dawn C. Schroeder, D.D.S., M.A.

Executive Director

Arizona Disease Control Research Commission
15 South 15" Avenue, Suite 103

Phoenix, AZ 85007

Dear Dr. Schroeder:

We have performed a procedural review of the Commission’s internal controls in effect as of May 10, 2004.
Our review consisted primarily of inquiries, observations, and selected tests of internal control policies and
procedures, accounting records, and related documents. The review was more limited than would be
necessary to give an opinion on internal controls. Accordingly, we do not express an opinion on internal
controls or ensure that all deficiencies in internal controls are disclosed.

Specifically, we reviewed cash receipts, cash disbursements, transfers, payroll, purchasing, and
equipment.

As a result of our review, we noted a deficiency in internal controls that the Commission’s management
should correct to ensure that it fulfills its responsibility to establish and maintain adequate internal controls.
Our recommendation concerning it is described below.

The Commission should properly
account for its equipment

Since the Commission has invested a significant amount of money in equipment, effective
stewardship requires the Commission to have an accurate equipment list to ensure
equipment items are properly identified and accounted for. This is especially critical for the
Commission since its contracted organizations and individuals have custody of many
equipment items to which the Commission has title. For example, two @ntractors had
nearly $1.2 million of equipment items listed on their records that weren’t included on the
Commission’s list. Also, the Commission did not record its equipment on the State’s capital
assets system and did not list complete information for each item on its equipment list.

The following procedures can help the Commission improve controls over equipment items
and ensure that its list is accurate and complete.

Perform a physical inventory of all Commission-owned equipment items including items
on contractors’ premises.
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Record all essential information, such as property identification number, acquisition
date, method of acquisition, and purchase document number, for each item.

Create a current and accurate equipment list on the State’s capital assets system.
Require each contractor to submit a list of Commission-owned items that are on its
premises annually.

Reconcile individual contractor lists to the Commission’s list and make all necessary
corrections to the capital assets system.

This letter is intended solely for the information and use of the Commission and is not intended to be and
should not be used by anyone other than the specified party. However, this letter is a matter of public
record, and its distribution is not limited.

Should you have any questions concerning our procedural review, please let us know.

Sincerely,

Dennis L. Mattheisen, CPA
Financial Audit Director
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15 June 2004

Mr. Dennis L. Mattheisen, CPA
Financial Audit Director

Office of the Auditor General
2910 North 44th Street, Suite 410
Phoenix. Arizona 85018

Dear Sir;

Commisson agrees with the audit team finding concerning capita asset
accounting and has aready taken steps to rectify the problem. In late May
members of the Commission staff met with the audit team, the state comptroller
and General Accounting Office (GAO) staff responsible for capital asset
tracking to discuss the problem.

The Commission is in a unique position because capital assets owned by the
Commission are purchased by researchers and housed in their facilities. The
current capital asset computer program will not alow direct entry of this kind of
capital asset onto the system.

At the meseting a solution to the problem was outlined. The Commission will
maintain an Excel Spreadsheet containing the specified information. That
spreadsheet will be delivered to GAO with the annual closing package. The
information will be incorporated with other capital asset data and included in the
State's annual financial statement. Specific procedures are currently being
written to formalize the process.

The Commisson would like to thank the audit team for their willingness to take
the extra time to understand the specific issues and meet with al partiesinvolved
to find a solution.

Sincerely,

Dawn C. Schroeder, D.D S., M.A.
Executive Director

ddb:DCS
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